FOREWORD

The development and promotion of small scale enterprises is
one of the key priorities of the Provincial Government of
KwaZulu-Natal in its endeavour to fast-track socio-economic
transformation in the province. There is a global consensus
that small enterprises play a vital role in the creation of
business and employment opportunities which is essential

for the reduction of poverty in many societies.

The KwaZulu-Natal Small Enterprise Development Strategy
is therefore a framework designed for the development and
promotion of the Small, Medium and Micro Enterprises

(SMMEs) in the province and it seeks to addresses major

concerns and issues relating to programmes and services

Mr Michael Mabuyakhulu provided by government  and non-governmental

MPP, MEC For Economic organizations to ensure sustainable SMME development in

Development and Tourism

KwaZulu-Natal.

Through this strategic framework, the provincial government therefore declares an active and
sustainable partnership with aspirant, emerging and existing small enterprises and other civil
formations that share the same strategic vision aimed at transforming the role of SMMEs in the
province’s economy. Our approach is not different from the national position, which acknowledges the
importance of small enterprises in developing the economy of our country. However, as different
government departments and other statutory agencies, we are expected to embrace complementary
roles in supporting and developing small enterprises, especially in partnership with the private sector.
This strategic document further serves as a platform to guide our activities with respect to SMME
promotion and development. It fosters the spirit of co-operation amongst all role players in the
economy whilst urging all partners to embrace key themes that would define its successful

implementation and these include the following points:

= |ntegrated Institutional Framework,

= Research and development Programme,

= Human capital and capacity building programme,
= Marketing support programme,

= Financial support programme,

= |Infrastructural and technological support programme.

This strategy document, however, it is worth stressing that that success in the implementation of this

plan will hinge on the support, participation and involvement of all stakeholders, including the SMMEs
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themselves and as well as our social partners in the private sector. | therefore call upon all small
enterprises and other allied individuals and organizations to join hands with the Provincial
Government of KwaZulu-Natal, especially the Department of Economic Development and Tourism, in

transforming this strategy into a living document.

Meanwhile, the strategy would also provide strong foundation for the establishment and activation of
the KwaZulu-Natal Small Business Development Agency that would be the nerve centre for the
acceleration of socio-economic transformation through the development and support of small scale
enterprises in the province. Once again, the agency would require the support from all players in the
province’s economy to be able to deliver on the expectations our people especially members of the

business communities.

Together, let us build an economy that creates opportunities for all and make tourism work for us all.

Mr Michael Mabuyakhulu, MPP
MEC for Economic Development & Tourism
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EXECUTIVE SUMMARY

Introduction — Purpose & Background

The purpose of this Small Enterprise Development Strategy is to provide a provincial wide framework
that will assist in co-ordinating, orientating and guiding all small enterprise development programmes
and related activities in the Province of KwaZulu-Natal. Through this strategy, all stakeholders will be
able to align their programmes and actions and therefore support and add value to the development
of emerging small enterprises across the province. The key objective of the strategy is of course the
implementation of a comprehensive and integrated programme for the development and growth of
small enterprises. This will be achieved by:

i) Developing entrepreneurship skills,

i) Enabling access to local and international markets,

iii) Facilitating access to finance,

iv) Providing relevant and effective training to small enterprise operators,

v) Championing a mentoring and incubation programme for all small enterprises in KwaZulu-

Natal.

This strategy was formulated through a participatory process where all key stakeholders and
interested parties were afforded the opportunity to engage in the process by expressing their
contributions and comments on what should be the content of this plan. This process therefore
included district level workshops that were held throughout the province that featured small various

stakeholders such as enterprises and organisations representing members of the business fraternity.

The small enterprise sector plays a crucial role in the provincial economy and it is a vital element in
growing the economy and indeed in influencing the skills development initiatives essential in
improving the performance and sustainability of small scale businesses. Small enterprise
development is consequently considered to be one of the most important sources for employment
creation and community development. The National Small Business Act, No. 102 of 1996 and its
amendments define small business as “a separate and distinct business entity, including cooperative
enterprises and non-governmental organisations, managed by one owner or a number of owners
which, including its branches or subsidiaries, if any, is predominantly carried on in any sector or sub-
sector of the economy and which can be classified as a micro-, a very small, a small or a medium

enterprise”.

Constraints in the Development of the Small Enterprise Sector

The small enterprise sector in the province faces a number of challenges that restrict its development

and growth. The most important of these challenges are the following:
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= Legislation and red tape;

= Restricted and costly access to information and advice;

= Restricted access to procurement and market opportunities;

= Limited access to finance;

= Difficulties in accessing affordable trading facilities and infrastructure;
= Limited and constrained business skills and capacity;

= Limited access to appropriate technology and technology transfer;

= Restricted industrial relations and the labour environment;

= Lack of joint ventures; and

=  Taxation and other financial burdens.

A Strategic Framework for the Future

KwaZulu-Natal's vision for the development of the small enterprise sector is ““for the province to be
the leader in small enterprise development in South Africa by 2020”, and the mission is “to create an
enabling environment for small enterprises development in the province”. To achieve this vision and
mission, the goal is to facilitate and support the establishment, the growing and the development of

small enterprises in the province

In this report, six programmes are presented through which the growth and development of the small

enterprise sector will be promoted. These six strategic programmes are as following:

1. An integrated institutional framework is essential through which the strategy can be implemented.
An arrangement of well balanced, flexible and dynamic structures must be in place. There are three
critical structures that need to be established in terms of this programme:
= A KwaZulu-Natal Provincial Forum for small enterprise development through which policy and
strategy implementation are facilitated,
= A provincial small enterprise support agency that will be responsible for the implementation of
development programmes at an enterprise level,
= District forums for small enterprise development that will coordinate the implementation at

local level.

2 A dynamic research and development programme is essential to the development of the sector. Key

interventions therefore are:

= Constant profiling of KwaZulu-Natal small enterprise sector (data base and status quo
assessment),

= Providing developmental support services to small enterprises,

= Scanning and identifying viable business opportunities,

= Monitoring small enterprise development trends.
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3. A human capital and capacity building programme which will focus on capacity building
interventions for small enterprises. Education and training play a crucial role in enabling small
enterprises to cross the threshold to mature businesses. The following are the key interventions
required in terms of this programme:

= Small enterprise practitioner’s capacity building initiative,

=  Small enterprise basic and advanced training,

= Mentorship and incubation project.

4. Access to markets will be increased and will concentrate on mobilising all small enterprise
stakeholders to expose market opportunities to the small enterprise sector. In KwaZulu-Natal small
enterprises usually regard market constraints and the inability to sell their products and services as
one of the most serious obstacles to establishing a business and growing it beyond the mere
subsistence level. In addressing this challenge the key interventions include:

= Creating a platform for marketing KwaZulu-Natal small enterprises,

= Mainstreaming small enterprises through government tenders and procurement policy,

= Encouraging small to big business linkages,

= Improving the quality of goods and services supplied by small enterprises.

5. Access to finance has proved to be one of the main factors that undermine the prosperity of small
enterprises. In this context key interventions are:

= To conduct small enterprises pre-financing training workshops,

= To establish a small enterprise mentorship programme,

= To hold financial practitioners’ workshops,

= To encourage collaboration among financial stakeholders.

6. An infrastructural and technological transfer programme is important to the small enterprise sector.
Key interventions include:
=  The provision of business incubation centres,
= The provision of business trading centres and related facilities,
=  The provision of provincial and district operational infrastructure such as the the business one
stop shops.
= The establishment of district wide networking, communication and any other technology

centres.

Implementation of the Strategy

The strategy will be implemented by means of a delivery model that will fulfil the vision, mission, goal

and objectives of the strategy. The delivery model is a tool that will be used to efficiently roll out all
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developed programmes in a comprehensive manner. The key characteristics of the model are the

following:

= Assessment of small enterprises in terms of their needs and assistance required,
= Provision of support services and functions to deserving enterprises,
=  Ensuring that small enterprises progress from an infancy stage to become a mature business,

= Indicators and tools for monitoring and evaluation.

The success of the strategy will be measured in terms of the number of employment opportunities
created, the number of businesses/entrepreneurs assisted the level of skills and capacity
development that has taken place and finally, the sustainability of the business environment that has
been established and its contribution to economic growth.
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GLOSSARY

APCTT: Asian Pacific Centre for Technology Transfer
DFSD: District Forum for Small Enterprise Development
DolL: Department of Labour

DoSD: Department of Social Development

DOSS: District One-Stop Shop

FETs: Further Education and Training

GDP: Gross Domestic Product

IDC: Industrial Development Corporation

KZN: KwaZulu-Natal

KZN-DEDT: KwaZulu-Natal Department of Economic Development and Tourism

NGOs: Non Governmental Organisations

OECD: Organisation for Economic Co-operation and Development
PFSD: Provincial Forum for Small Enterprise Development

SEDA: Small Enterprises Development Agency

TIKZN: Trade and Investment KwaZulu-Natal
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SECTION ONE: INTRODUCTION

This Small Enterprise Strategy consolidates and adds value to other existing small enterprise related
strategies and programmes to facilitate and guide economic development and investment in the KZN
Province. The strategy is based on identified development needs, opportunities and comparative

advantages intended to unlock the latent small enterprise development potential of the province.

The purpose of this strategy is to formulate a provincial wide framework that can coordinate, orientate
and guide all small enterprise related activities in the province, so that all stakeholders can add value
and support the development of emerging and existing small enterprises. With this in mind, it is
important that the national, provincial district and local government and private sector are all involved

in the development and implementation of this strategy.

Key objectives of the strategy include implementing a comprehensive and integrated programme for
the development and growth of small enterprises in the province through the development of
entrepreneurship skills; facilitating easy access to local and international markets; facilitating access
to finance; providing relevant and effective training to small enterprise operators, and facilitating a

mentoring and incubation programme for all small enterprises in this province.

The methodology used for the development of this strategy was participatory, inclusive and
consultative in that it involved consultation with a wide range of stakeholders and research was
carried out into national and international best practices. Small enterprises were consulted and
interviewed and a Steering Committee at the KwaZulu-Natal Department of Economic Development
and Tourism ensured guidance throughout the process. Stakeholders’ validation workshops were held

to verify and counter-check the validity of the data collected and conclusions reached.

A thorough literature review was done to examine relevant local, national and international small
enterprises’ literature, policies and Acts. Their principles and relevancies have been drawn into this
strategy. Some of the key small enterprises’ policies which were consulted include, among others, the
White Paper on the Development and Promotion of Small Enterprises, National Small Enterprise Act
102 of 1996, National Small Business Amendment Act 26 of 2003, National Small Business
Amendment Act 29 of 2004, Black Economic Empowerment Act No 53 of 2003, and the National
Small and Medium Enterprise Strategy of 2004. The main thrust of these policies relies on the
leadership role of the government in creating an environment which is not only favourable for the
creation and development of small enterprises across all sectors, but which promotes economic

growth, and thus economic sustainability.

This report has the following sections: the first section is an introduction that deals with the

administrative part of the document. The background, objectives and methodology of the project are
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presented in the first section. The second section deals with the situational analysis of the study. The
background and context of small enterprises in KwaZulu-Natal are presented in this section. The third
section presents the strategy framework which has been developed to address all challenges and to
grasp all the opportunities of small enterprises. The fourth section presents a delivery model that will
be used during the implementation of all suggested actions. The fifth section provides the
implementation framework which entails the implementation schedule as well as monitoring and

evaluation of actions.
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SECTION TWO: CONTEXTUALIZING SMALL ENTERPRISES

2.1 BACKGROUND

Governments around the world have come to recognise the vital role played by small enterprises in
helping achieve industrial and economic development objectives. Small enterprises create jobs,
generate wealth, and provide satisfying careers for a growing number of entrepreneurs. To realise
their full potential as an engine for growth, they need a favourable environment that allows them to
prosper and expand. They also need forms of support that are tailored to helping them meet the

challenges of a changing and competitive economy.

The potential of the small enterprise sector in South Africa has prompted government to find both
legislative and strategic solutions to promote growth and development of the sector. To this end, it is
registered that the commitment of South African government structures to creating an enabling
environment for small enterprise sector gained momentum after the political transformation of 1994,
when government adopted the White Paper on the National Strategy for the Development and
Promotion of Small Business in South Africa (1995). This White Paper created an enabling
environment for the accelerated growth of small enterprises following a history characterised by the

dominance of large, capital intensive firms and the continued neglect of small enterprises.

KwaZulu-Natal has long realised the importance of small enterprises in fostering economic growth
and in creating jobs. This led to the establishment of a Small Enterprise Development Programme
under the Provincial Department of Economic Development and Tourism. The Provincial Legislature
also allocated significant financial and non financial resources in support of small medium and micro

enterprise and cooperatives development.

In KwaZulu-Natal the small enterprise sector is overwhelmingly challenged by various threats ranging
from inadequate business technical know-how, basic business management skills, poor access to
local and international markets and difficulty in accessing financial resources. All this has
compromised and undermined the inherent potential of most emerging entrepreneurs and thereby
hindered the envisaged growth and development of the small enterprise sector as a whole. However,
given its economic growth pattern as presented in the following paragraphs, KwaZulu-Natal still

presents a fertile environment in which small enterprises can thrive.

KwaZulu-Natal has the second largest provincial economy in South Africa after Gauteng, and
contributes about 16.5% towards the country’s Gross Domestic product (GDP). Geographically, the
province covers a total area of 94,361 square kilometers, taking up 7.7% of South Africa's land area.

The 2010 mid-year population estimates by Statistics South Africa (Stats SA) shows that KwaZulu-
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Natal is the second most populous province with a total of 10.65 million people, which represents

21.3% to South Africa’s population.

There are substantial inequalities in the spatial distribution of economic output in the province, with
eThekwini contributing close to two thirds of provincial output. After eThekwini, uMgungundlovu and
uThungulu contribute a combined total of about 19% to provincial gross domestic product (GDP).
Overall, the three district municipalities contribute 81% to the total provincial GDP. Most of the

predominantly rural local municipalities collectively contribute a minuscule amount to provincial GDP.

The primary sector, which includes agriculture, forestry, fishing and mining, is the smallest
sector in the province, contributing only 6.8% to provincial GDP. The secondary sector
(manufacturing, construction and utilities) remains an important sector of the provincial
economy contributing 28.5% of the economic output of the Province in 2009. This sector’s
relative contribution to output is somewhat higher in KwaZulu-Natal than in the rest of the
country, but is still a lot lower than the tertiary sector in terms of GDP contribution. The
tertiary (services) sector is by far the largest sector in the province, creating 52.8% of
provincial GDP. Within the sector, the largest contributors are the wholesale and retail trade,

catering and accommodation components.

The province’s comparative advantage lies in its thriving manufacturing and agriculture sectors. The
manufacturing sector contributes over 24% to KwaZulu-Natal's gross domestic product (GDP) and
21.2% to South Africa’s manufacturing gross value added (GVA) and is the second largest employer
in the province. Over half of all the province’s exports are manufactured goods. KwaZulu-Natal
together with Gauteng, the Western Cape and the Eastern Cape are the key manufacturing provinces
in South Africa. KwaZulu-Natal is also a dominant player in the textiles sector in South Africa with

about 37% of the textile and clothing output originating from KwaZulu-Natal.

The province also boasts a vibrant agriculture sector, contributing close to 30% to the total South
Africa. This comparative advantage in agriculture supports the agro-processing industry and explains
why some of the largest companies in the country are located in the province. In the second quarter of
2010, the size of KwaZulu-Natal’s labour force was 2.98 million. The province’s total employment Is
about 2.36 million people which means that the unemployment rate is about 20.8%. The retail & trade
sector employ the largest number of people (501,000) followed by the community & social services
sector (468,000). The manufacturing sector is the third largest employer where 363,000 people

according to figures gathered in the second quarter of 2010.
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2.2 DEFINING SMALL ENTERPRISE

The small enterprise sector plays a crucial role in the national economy. It is vital in developing
economies, providing a balance between supply and demand in the job market, creating competition
between businesses that leads to the more efficient utilisation of resources, the development of skills
and technology, and as a result, the overall development of the economy. Small enterprises are
considered to be one of the major sources for employment creation and community growth. As
identified in the National Small Business Act, No. 102 of 1996, “Small Enterprise" means a separate
and distinct business entity, including co-operative enterprises and non-governmental organisations,
managed by one owner or a number of owners which, including its branches or subsidiaries, if any, is
predominantly carried on in any sector or sub-sector of the economy and which can be classified as a

micro-, a very small, a small or a medium enterprise.

Micro-enterprise: Within the category of micro-enterprises, there are survivalist enterprises.
Survivalist enterprises run with a few paid employees and minimal asset value. The enterprises
generate income below the minimum income standard or the poverty line, and their main aim is to
provide minimal subsistence means for the unemployed and their families. Most entrepreneurs in this
category are involved in hawking, vending and subsistence farming. Micro-enterprises have the
potential to absorb unskilled labour, as has been confirmed by the correlation between the
unemployment rate and the number of self-employed persons in unregistered, mainly survivalist,

enterprises that prevail in informal settlements and rural areas.

Very small enterprises: Very small enterprises employ fewer than 10 paid employees, and in the
mining, electricity, manufacturing and construction sectors, fewer than 20. They operate within the
formal market and usually have access to modern technology.

Small enterprises: Small enterprises have fewer than 50 paid employees and are more established,
with more complex business practices. Usually, the owner does not manage the enterprise directly
and a secondary coordinating mechanism has been put in place. Growth from a small- to a medium-
sized enterprise requires an accumulation of resources as well as a set of appropriate incentives for
enterprise expansion.

Medium enterprises: Medium-sized enterprises are enterprises with up to 100 paid employees;
although in the mining, electricity and manufacturing sectors, this can be up to 200. Although usually
controlled by an owner/manager, the ownership and management structure is more complex. A more
complete separation of ownership and management is often the natural barrier between medium and
large enterprises.

Using the National Small Business Amendment Act 26 of 2003 as a starting point, the following table
summarises the “qualification criteria” based on employee numbers and turnover for small
enterprises.
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Table 2.1: Classification of small enterprises according to the

1996 as amended.

National Small Business Act 102 of

Sector or sub-sectors in | Size or Total full-time Total annual Total gross asset
accordance with the class equivalent of turnover value (fixed
Standard Industrial paid employees property excluded)
Classification
Less than: Less than: Less than:
Agriculture Medium 100 R4.00 m R4.00 m
Small 50 R2.00 m R2.00 m
Very small 10 R0.40 m R0.40 m
Micro 5 R0.15 m R0.10 m
Mining and Quarrying Medium 200 R30.00 m R18.00 m
Small 50 R7.50 m R4.50 m
Very small 20 R3.00 m R1.80 m
Micro 5 R0.15 m R0.10 m
Manufacturing Medium 200 R40.00 m R15.00 m
Small 50 R10.00 m R3.75 m
Very small 20 R4.00 m R1.50 m
Micro 5 R0.15 m R0.10 m
Electricity, Gas and Water | Medium 200 R40.00 m R15.00 m
Small 50 R10.00 m R3.75 m
Very small 20 R4.00 m R1.50 m
Micro 5 R0.15 m R0.10 m
Construction Medium 200 R20.00 m R4.00 m
Small 50 R5.00 m R1.00 m
Very small 20 R2.00 m R0.40 m
Micro 5 R0.15 m R0.10 m
Retail and Motor Trade Medium 100 R30.00 m R5.00 m
and Repair Services Small 50 R15.00 m R2.50 m
Very small 10 R3.00 m R0.50 m
Micro 5 R0.15 m R0.10 m
Wholesale Trade, Medium 100 R50.00 m R8.00 m
Commercial Agents and Small 50 R25.00 m R4.00 m
Allied Services Very small 10 R5.00 m R0.50 m
Micro 5 R0.15 m R0.10 m
Catering, Accommodation | Medium 100 R10.00 m R2.00 m
and other Trade Small 50 R5.00 m R1.00 m
Very small 10 R1.00 m R0.20 m
Micro 5 R0.15 m R0.10 m
Transport, Storage and Medium 100 R20.00 m R5.00 m
Communications Small 50 R10.00 m R2.50 m
Very small 10 R2.00 m R0.50 m
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Sector or sub-sectors in | Size or Total full-time Total annual Total gross asset
accordance with the class equivalent of turnover value (fixed
Standard Industrial paid employees property excluded)
Classification
Less than: Less than: Less than:

Micro 5 R0.15 m R0.10 m
Finance and Business Medium 100 R20.00 m R4.00 m
Services Small 50 R10.00 m R2.00 m

Very small 10 R2.00 m R0.40 m

Micro 5 R0.15 m R0.10 m
Community, Social and Medium 100 R10.00 m R5.00 m
Personal Services Small 50 R5.00 m R2.50 m

Very small 10 R1.00 m R0.50 m

Micro 5 R0.15 m R0.10 m

Source: Schedule 1 to the National Small Business Act of 1996, as revised by the National Small
Business Amendment Act 26 of 2003

2.3 THE ROLE OF SMALL ENTERPRISES IN ECONOMIES
International Experiences

In many countries, especially those in Africa and Asia, the micro-enterprise sector constitutes the
majority of the working population. The following are statistics that illustrate the key role that micro
and small enterprises play in generating overall employment. Firms of five or less employees account
for half of the non-farm workforce in Latin America and two-thirds of the non-farm workforce in Africa.
Informal sector firms generate three out of every four new, non-farm jobs in Thailand and half of all
new jobs in Indonesia.

Further, micro and small enterprises comprise more than 97% of all firms in the manufacturing and
trade/service sectors. Micro-firms generate 71% of total employment in the trade/service sector in
Thailand. In India, small enterprises constitute an important segment of the Indian economy in terms
of their contribution to the country’s industrial production, exports, employment and creation of an
entrepreneurial base. No fewer than 90% of workers in India owe their livelihoods to informal sector

employment. These workers contribute 60% of net domestic product and 70% of domestic income.

In Indonesia, firms with five or fewer employees account for almost half of total manufacturing
employment, while small enterprises account for an additional 18%. In the Korean economy, small
enterprises have a higher share of employment and added value that enables the economy to adjust

smoothly to exogenous shocks and cycle swings.
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In Botswana, the small enterprise sector is not well documented, so there is uncertainty over the
number of small enterprises in existence and the sector's economic importance. However, as a rough

estimate, small enterprises account for 50% of private sector employment, and 15-20% of GDP.

More than half of the economically active population in the Philippines is employed in micro and small
enterprises while Mexico looks to micro-enterprises for 32% of its gross domestic product and 64% of
its total employment. Approximately 49% of GDP in Peru and 70% in Nigeria and Egypt come from
the micro-dominated informal economy. In Ukraine, 2.6 million businesses and 87% of all businesses
are self-employed individuals who produce, distribute, and/or sell goods in the local marketplace. In
Honduras, micro-firms account for 30,000 of 40,000 horticultural firms that emerged in the wake of
Hurricane Mitch and again in Bangladesh, more than 90% of the firms engaged in the $350 million

shrimp export business are micro-businesses.

South African Experiences

It has been recognised the world over that the small enterprise sector plays an important, if not critical
role in the economic and social development of a country. This also applies to South Africa, where the
small enterprise sector was neglected during much of the century following the discovery of diamonds
and gold. A modem, capitalist economy was quickly established under the almost exclusive control of
western nations. While the importance of large industrial, mining and other enterprises for the growth
of the economy cannot be denied, there is ample evidence that the labour absorptive capacity of the
small enterprise sector is high, the average capital cost per job created is usually lower than in big
business and its role in technical and other innovation is vital for many of the challenges facing South

Africa's economy.

Statistics at the national economic level show that there are more than 800,000 small, medium and
micro-enterprises in the country, absorbing about a quarter of the labour force of 15 million people.
Small enterprises not only play a major role in employment creation, income generation and output
growth, they are also one of the vehicles by which the lowest-income people in society gain access to
economic opportunities. In the current macroeconomic context, it is imperative that significant
investment is made in small enterprises in order to create both short and long-term capacity for labour

absorption and output growth, as well as to improve income generation and redistribution.

Given South Africa's legacy of big business domination, constrained competition, unequal distribution
of income and wealth, and other obstacles of the past, the small enterprise sector is still under-
developed. However, the small enterprise sector needs to be seen as an important force to generate
employment and more equitable income distribution, to activate competition, exploit niche markets
(both internally and internationally), enhance productivity and technical change, and through all of this

stimulate economic development.
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Taking into account the very large micro-enterprise segment of the small enterprise sector, as well as
those struggling in survivalist activities, it should be clear that the small enterprise sector plays a
crucial role in people’s efforts to meet their basic needs. It will also help marginalised groups like
female headed households, disabled people and rural families to survive during the current phase of
fundamental structural changes where the formal economy is unable to absorb the increasing labour

supply and social support systems are grossly inadequate.

It should be noted that the best experiences and lessons learned from the role played by small
enterprises in economies at the international and national levels contributed significantly to the
development of this provincial small enterprise development strategy and to the implementation or the

rolling out of its strategic programmes and activities as well.

2.4 CHALLENGES FACING SMALL ENTERPRISES IN KZN

Small enterprises as presented above provide employment and allow many marginalised individuals
in the country to more easily access the mainstream of the economy. However, these economic
entities are not without their challenges. Major challenges that small enterprises face in KwaZulu-
Natal include: legal and regulatory framework; access to information and advice; access to marketing
and procurement; access to finance, the physical infrastructure, capacity building, entrepreneurship
and management skills, industrial relations and the labour environment, access to appropriate

technology, lack of joint ventures, and taxation and other financial burdens.

Limited Enabling Legal & Regulatory Framework

In order to formally recognise the importance of the small enterprise sector in the process of
economic reconstruction and development, and to facilitate policy implementation in different areas,
the government is committed to passing a number of enabling Acts. Properly designed Acts can play
a positive role as long as the purpose and principles are clear and phasing-out dates are set for

affirmative changes.

Inappropriate or unduly restrictive legislative and regulatory conditions are often viewed as critical
constraints on the access of the business sector to small enterprises and as obstacles to their growth.
Further, unduly strict regulations often harm small and, in particular, emergent enterprises and only

benefit the larger enterprises.

Limited Access to Information & Advice

Lack of access to appropriate, relevant and understandable information and advice is one of the most
important problems of small enterprises, in particular micro-enterprises, survivalists and small start-up
enterprises in KwaZulu-Natal. Due to past discrimination and lack of opportunities, this problem is

most severe among black entrepreneurs.
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Some progress has been made with the preparation of information material relevant for small
enterprises and the dissemination of such information and advice. However, to date the number of
enterprises which have been effectively reached remains small, compared to the vast number of

people involved in self-employment in both urban and rural areas in the province.

Limited Access to Procurement & Market Opportunities

Small enterprises usually regard market constraints and the resultant inability to sell their products
and services as one of the most serious obstacles to the establishment of businesses and growth
beyond mere subsistence level. This perception is paralleled by many studies nationally and
internationally, which view market access as a critical factor in business growth, in particular in the
case of entrepreneurs from disadvantaged communities. Many different groups, including the public-
sector departments and large enterprises need to take responsibility for steps to overcome this
constraint and should re-orientate procurement towards small-enterprise suppliers and

subcontractors.

Limited Access to Finance

In surveys among small enterprises and from feedback received at workshops that were organised,
access to finance was revealed as one of the most urgently felt needs. This remains true even though
other problem areas (like marketing, technical skills, poor product quality, weak management, etc.)
often aggravate the financial position of small enterprises and hamper their access to funds. The
financial needs of different types of small enterprises vary widely, with access problems particularly
severe in rural areas, among start-up micro-enterprises and among those owned or controlled by

women as well as other formerly disempowered groups.

Difficult Access to Physical Trading Infrastructures

The development and financing of business and industrial premises (shops, offices, factories, market
stands, hawker shelter, etc.) and infrastructure facilities, including the supply of electricity, water,
telecommunication connections, sewage, street lights, parking facilities, etc., are usually seen as the
responsibility of either the private sector or local authorities, rather than the government. Yet, due to
the past neglect of the needs of black townships and emergent enterprises, a serious backlog of even
the most basic facilities has emerged in both rural and urban area as one of the areas needing urgent

and special attention.

Special mention must be made of the supply of electricity to businesses, basic services and the road
infrastructure in commercial and industrial areas, facilities for fresh produce and other markets as well

as industrial incubator structures.
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Lack of Business Skills & Capacity

A clear need and demand for business and related training and capacity building has been identified
for small enterprises in the province. Literacy and entrepreneurial awareness are seen as particularly
important to enable people to advance from survivalist activities into larger and better earning
enterprises. With the rapid expansion in the range and number of small enterprises all over the
province, KwaZulu-Natal faces daunting challenge in the sphere of small-enterprises-orientated

education and training.

Limited Access to Appropriate Technology

Just like training, finance and business premises, technology is often seen as an important factor
influencing the success of small enterprises, but it is not always accessible to small enterprises in
KwaZulu-Natal. This applies to both ends of the technology spectrum, viz. sophisticated technology
needed for the competitiveness of small enterprises in the modern manufacturing and services
sectors, and “appropriate” technology for small enterprises operating in labour-intensive, low-skill

spheres.
Limited Industrial Relations & the Labour Environment

The relationship between labour and small enterprise is complex and open to frequent
misunderstandings. The majority of these micro-enterprises employ no outside labour; at best they
engage other family members and relatives, with individual rewards entirely dependent on earnings
and the needs of the household. Any improvement in the business will improve net income and the
earnings of the household. With respect to small and medium enterprises, there is widespread belief
that the relationship between labour and enterprise is adversarial, i.e. owners/operators want to keep
labour's remuneration as low as possible to be able to make more profit and compete with larger

enterprises.

Lack of Joint Ventures

The needs of small and medium enterprises are often so complex that even a comprehensive range
of support services cannot do justice to all the requirements. The most effective way to acquire
experience and skills, enter new markets, structure additional financing and meet market competition
is often achieved by means of a joint venture with an experienced local or foreign partner. This can
happen among small numbers of small enterprise partners, it can be a black/white partnership, a big

business/small enterprise link-up, a franchise relationship or a three-pronged foreign/local venture.
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Taxation & other Financial Burdens

Taxes and financial charges have been identified as another major challenge faced by small
enterprises in the Province of KwaZulu-Natal. Representations have been made for the differential
treatment of small enterprises in order to reduce their tax burden and facilitate the reinvestment of
small enterprise profits, which are often the only basis for new investments or the expansion of

existing small enterprises.

2.5 SYNOPSIS

To sum up, this section has highlighted the concept of small enterprise in detail, starting from its
definition to the international and local experiences of the roles played by small enterprises in
economies. The section concluded by presenting a number of key challenges faced by small

enterprises in the Province of KwaZulu-Natal.

By means of a thorough examination of those challenges a vision has been developed to describe the
stakeholders’ agreement on the preferred future development and improvement of small enterprises
in the province. Furthermore, to achieve the vision, goals, a mission statement and strategic
programmes have been developed that build on the strengths, overcome the weaknesses, grasp the
opportunities and mitigate against the threats in this sector so that small enterprises may continue

playing their pivotal role in the economy at the provincial and national levels.
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SECTION THREE: STRATEGIC FRAMEWORK

3.1 VISION

By 2020, Province of KwaZulu-Natal to be the leader in small enterprise development in South Africa
3.2 MISSION

To create an enabling environment for small enterprises development in the province

3.3 GOAL

To facilitate and support the establishment, the growing and the development of small enterprises in the
province

3.4 STRATEGIC PROGRAMMES

To achieve the preceding goals, the following strategic programmes are recommended:

= |Integrated Institutional Framework.

= Research and Development Programme.

= Human capital and capacity building programme.
= Marketing support programme.

= Financial support programme.

= |Infrastructural and technological support programme.

3.4.1 INTEGRATED INSTITUTIONAL FRAMEWORK

To launch specific programmes for small enterprises development and provincial economic
transformation, it is essential for the provincial government to establish an appropriate set of
institutions or structures. These interventions are aimed at achieving national and provincial
objectives that include, for example, enhanced economic investment, higher productivity levels and

increased small enterprises growth and development.

To meet these objectives, resources are mobilised in pursuit of sustainable economic development
and therefore a prerequisite for any sustainable development scenario is that institutions and or
structures which are tasked with small enterprise management should possess the appropriate
capability to carry out the tasks. A well balanced arrangement of flexible and dynamic structures must
be in place. These are the underpinning principles that govern the establishment of relevant
institutions or structures:

= [Integration and coordination

= Accountability
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= Innovation and learning

= Oversight

These are the three critical structures that need to be established
= The provincial forum for small enterprise development
= The provincial small enterprise support agency

= District forums for small enterprise development

3.4.2 RESEARCH & DEVELOPMENT PROGRAMME

The growth and prosperity of most of the developed countries has been a result of their performance
and investment in research and development and the associated growth of their small enterprise
sector. South Africa’s expenditure on research and development does not compare favourably with
most developed countries and lags behind many countries at similar stages of development. The
country is faced with the challenge of increasing this expenditure, which the new Research &

Development Strategy seeks to achieve.

However, at the same time, the challenge is to ensure that the maximum benefits are realised from
these investments in research and development. Most importantly, a lack of understanding of
business trends in any business has an adverse effect in the quality of decision made by individual
entrepreneurs regarding the need to expand or diversify their businesses. Access to information and
bureaucratic red tape are further challenges that contribute tremendously to small enterprise failure.
Because of this, special emphasis needs to be placed on ensuring that most of the outputs from
investments in research and development are diffused to business communities. Key principles of the
research and development include:

= Information gathering, collation and dissemination,

= Innovation and learning,

= Empowering.

However, key interventions therefore are:
= Constant profiling of KwaZulu-Natal small enterprise sector,
= To provide developmental support services to small enterprises,
= To scan and identify viable business opportunities,

=  To monitor small enterprise development trends.

3.4.3 HUMAN CAPITAL & CAPACITY BUILDING PROGRAMME

This programme aims at guiding growth and developing capacity building interventions for small
enterprises. Education and training play a crucial role in enabling small enterprises to cross the
threshold to prosperity as they develop knowledge, skills, values and attitudes of small enterprises,

especially in the underdeveloped areas of the province. Building human capital is not only about
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building people and relationships, but is also about creating an enabling business environment for
small enterprises to pursue economic prosperity. The main focus of this programme is to manage
existing human capabilities within the small enterprise sector and consider introducing processes and
systems as well as training programmes that will increase the productivity and effectiveness of these

business entities. The following are the key principles that govern this programme:

= |Institutional strengthening and human resources development,
= Relevance, ownership and sustainability,

= On-going interventions,

= Endurance and long term impacts,

= Research and operational capabilities,

= Holistic and avoid duplications.

Key interventions include:
= Small enterprise practitioner’s capacity building initiative,
= Small enterprise basic and advanced training,

= Mentorship and incubation project.

3.4.4 MARKET SUPPORT PROGRAMME

Access to markets proved to be a challenging issue facing emerging enterprises in KwaZulu-Natal.
During consultation with the small enterprises there was clear belief amongst entrepreneurs that
market opportunities from the public sector are reserved for those with tight relationships with
government officials. The frustration of small enterprises has resulted in these, at times, unfounded
conclusions. The situation is largely due to the failure of the public services to fairly expose
opportunities and their accessibility requirements. These concerns necessitate a marketing strategy
that will identify, unpack and communicate opportunities to the small enterprises through the one stop

shop centres.

In addressing these challenges, the strategy will mobilise government support to involve the small
enterprise sector in potential opportunities. For example, the Department of Health has ring fenced
certain opportunities for cooperatives in KwaZulu-Natal. Such an approach is encouraged by this
strategy. The scanning and packaging of opportunities as identified through research and

development, will further feed into the realisation and practicality of this strategic programme.
Major principles related to this programme include:

= Efficient access to market information,
= Ability to understand and interpret market trends,

= Promotion of local enterprises.
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Key interventions include:
= Creating a platform for marketing KwaZulu-Natal small enterprise,
= Mainstreaming small enterprises through government tenders and procurement policies,
= Encouraging small to big business linkages,
= Enhancing the improvement of quality of small enterprises goods and services.

3.4.5 FINANCIAL SUPPORT PROGRAMME

Access to finance has also been identified as an important factor that undermines the prosperity of
small enterprises. The South African government has pronounced and implemented numerous
financial support mechanisms all aimed at stimulating growth within the small enterprise sector.
However, critics were quick to point out government’s over-reliance on commercial banks who, in the
recent past, viewed emerging small enterprises, especially those from previously disadvantaged

groups, as high risk.

This has clearly exacerbated the problem of poor access to finance. In response to the challenges
faced by small enterprises, the KwaZulu-Natal Joint Small Enterprise Fund was established with the
following aims:

=  Enabling viable small business propositions that might not normally access finance, to secure

loans from participating lending institutions,

= Providing loan guarantees in the form of additional security /collateral,

= Facilitating in packaging of small enterprises proposals into bankable business plans,

= Attracting more bank participation into the small enterprise sector,

= Targeting businesses who have been awarded government contracts.

However, access to this fund has not been easy for a large number of small enterprises in the
province. It is essential that small enterprises in the province have an easy and immediate access to
financial assistance both from public and private financial institutions for starting and growing

business. Key principles of this programme include:

=  Promotion of partnerships,
= Foster a sense of independence,

= Sustainability,

In this context, key interventions are:
= To organise small enterprises pre-financing workshops,
= Small enterprise mentorship programme,
= Financial practitioners’ workshops,

= Collaboration among financial stakeholders.
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3.4.6 INFRASTRUCTURAL & TECHNOLOGICAL SUPPORT PROGRAMME

Developed countries and, in particular, Organisation for Economic Co-operation and Development
(OECD) countries have attributed their economic success to support programmes in technology
transfer. The role played by the Steinbeiss Foundation of the Federal Republic of Germany in
facilitating small enterprise development cannot be overlooked in this regard. Another example where
a successful growth rate in development has been reported is the role played by the Asian Pacific
Centre for Technology Transfer (APCTT) based in New Delhi, India. Among other programmes,
APCTT facilitates and promotes technology and business planning and incubation, which benefits

small enterprise development in all areas.

The KwaZulu-Natal small enterprise sector is, however, still not as productive and as competitive as
we know it could be. This is mainly because many small enterprises still use outdated technologies
and most of them have no access to facilities for the testing and promotion of innovative ideas. There
is also non optimal or limited technological support for small enterprises. As a result, there are very
low entry rates of small enterprises into the productive "value added" sectors and this is a likely cause

of the high failure rate among start-up small enterprises.

Small enterprises need to receive assistance to gain easy access to technology and modern
infrastructure in order to make their enterprises competitive in the global arena. The easy access to
technology and modern infrastructures need to be implemented at all levels in the province. Some of
the key principles of this programme include:

= Relevant and ownership,

= |nnovation and learning,

= Accessibility to infrastructures.

To this extent, key interventions include:
= The provision of business incubators,
=  The provision of business trading centres,
=  The provision of provincial and district operational infrastructure,
= The establishment of district wide networking, communication and any other technology

centres.

SYNOPSIS

The strategy formulation section has provided a strategic framework and outlined the interventions
necessary to improve the current small enterprise sector in the province. In this section, the vision,
mission and goal have been developed, taking the current economic trends in KwaZulu-Natal,
stakeholder linkages and the province’s project implementation capability into consideration. Under
each strategic programme, key interventions and anchor projects are suggested which have specific

initiatives to give effect to the development of the small enterprise in the province.
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SECTION FOUR: KZN SMALL ENTERPRISE DELIVERY MODEL

This section presents a developed delivery model that will fulfil the vision, goals and mission
presented above. It should be noted that any actions and projects suggested will not be implemented
in a vacuum. This delivery model is therefore a tool that will be used to efficiently roll out all developed

programmes in a comprehensive way. Key characteristics of this model include the following:

4.1 SMALL ENTERPRISES’ ENTRANCE

At this stage, entrepreneurs and job seekers approach the government and make their first contact
with the service providers at the central entry point. At this stage entrepreneurs and job seekers are
not yet able to access any required and available services in the programme from stakeholders until

they have been through a thorough assessment process.

4.2 ASSESSMENT OF ENTREPRENEURS

Taking into consideration that not every entrepreneur is able to qualify for the programme and access
available services, the assessment stage will thoroughly scrutinise all applicants to verify whether
they would be considered for the programme, whether they will be recalled for a further assessment

or whether they will be referred to other organisations/institutions for assistance.

It should be noted that the criteria for assessment include all current challenges facing emerging and
existing entrepreneurs including the lack of access to information, lack of access to market
opportunities, lack of access to finance, lack of business and technical skills, lack of access to

mentorship and lack of commitment to venture in business sphere especially for job seekers.

Once the assessment process has been completed, there are three options available to all assessed
entrepreneurs, namely referral to other organisation, referral back for re-assessment and referral to

the programme for assistance.

= Referral to other institutions/organisations: after assessment, some people, especially
existing entrepreneurs who have needs that are not available within the programme, will be
directed or referred to other institutions and organisations outside the programme. For
example, an existing enterprise that needs to access more than R50 million to expand its
business will not be accepted onto the programme but will be referred to other existing

financial institutions for assistance.
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= Referred back for re-assessment: after assessment, some people may be asked to come
back for another assessment. For example, some people, especially those who are
unemployed, may approach the government in the hope of getting a job. However, after being
told and persuaded to venture in business, they may find that business was not their vocation
and will want to close the business approach down. In such cases the assessor will ask them

to think about their business venture and come back again.

= Entrepreneurs and enterprises for assistance: after assessment of the challenges and
needs presented, some people and entrepreneurs will qualify to enter the programme and

access all the available services.

It should be highlighted that this model has multiple entry and exit points. People and entrepreneurs
who qualify for assistance will be allocated a tracing or qualification mark/number and will then be
directed to the appropriate entry point. The entry points include the infancy, development or maturity

level as presented in the following diagram.

Figure 4.1 KZN Small Enterprise Delivery Model

R BACK FOR

SESSMENT INITIAL
ASSESSMENT OF

ENTREPRENEURS
| ENTERPRISES

ALLOCATION OF ENTREPRENEURS/ ENTERPRISES FOR ASSISTANCE
BASED ON NEEDS REQUIRED AND LIFECYCLE STAGE OF
DEVELOPMENT

BUSINESS
ESTABLISHME
NT STAGE

(Talk &Start)

Each business stage presented in this figure has a number of services as detailed below.
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4.3 BUSINESS ESTABLISHMENT STAGE/INFANCY LEVEL (TALK & START)

Infancy Level is defined as being from the stage of initial identification and preparation (conception
and birth) through an incubation phase, post incubation to eventually becoming a well established

business. The business infancy level has the following steps:

= |dentification and reception of new entrepreneurs who want information or advice on starting a
business,

= Provision of tools and techniques to entrepreneurs who are ready to start their business and
want assistance and direction,

= Monitoring and evaluation of entrepreneurs take place to assess whether entrepreneurs are

ready to graduate to the next stage.

The main objective of this stage is to support entrepreneurs in transforming their ideas into legally
constituted enterprises with marketable finished products. Contribution further value of this infancy
stage is that it guarantees that enterprises which graduate to the next stage and process are “ready to
be developed”. Before the infancy level or stage, entrepreneurs may not have had legally constituted

enterprises, approved business plans, marketable products and/or services to offer.

4.4 BUSINESS DEVELOPMENT STAGE (BUILD)

After the enterprise has been formed, the purpose of the development phase is to establish it as a
fully-functioning open-source business. This will be achieved by means of a mechanism of
institutional arrangements through which the key stakeholders are organised to build up enterprises
by offering skills and finance in order to sustain and strengthen businesses. The business
development level provides three main ingredients for growing successful businesses: an
entrepreneurial and learning environment, ready access to mentors and investors, visibility in the

marketplace

An entrepreneurial and learning environment: Entrepreneurs are given general business

management as well as the technical training in more sector specific and market oriented areas.

Ready access to mentors and investors: the mentorship will continue throughout the other
following phase. Apart from auditing, inspecting, controlling and monitoring the entrepreneur, the

mentorship programme during the development phase will provide following additional support:

= Link entrepreneurs to other businesses from the same sector (an advantageous network),

= Link businesses to their specific department,
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= Link entrepreneurs to the services they need (administrative and financial services dealing
with invoicing, payroll, VAT, taxes and various kinds of fees, a legal platform for the small
enterprises, liability insurance),

= Link entrepreneurs to markets.

Visibility in the marketplace: the visibility of an entrepreneur in the marketplace means that an
enterprise is fully running at its own pace, or even part-time among other existing enterprises. This
visibility stage is created largely as a result of the previous linkages developed by the entrepreneurs

with various departments and services providers.

4.5 BUSINESS MATURITY STAGE (GROW)

The objective of this stage is to offer more opportunities to the enterprises that have graduated from
previous stages so that they continue benefiting from the services and partnerships available from a
variety of service providers. The major benefit in the business maturity stage is a network of
entrepreneurs that can contribute to the sustainable development of the region. The key focus will be

on entrepreneurs who want to grow their businesses and expand nationally and internationally.

4.6 INDEPENDENT STAGE

The independent stage is a phase where enterprises are self sustainable. At this stage, enterprises
are self reliant and contribute to the economic growth and poverty alleviation of its owner, the area
and the country as whole. Worth noting is that this stage is called independent because the enterprise

is able to operate on its own outside the provincial small enterprise development programme.

It should be noted that the institutional arrangement of this delivery model ensures that all
entrepreneurs receive the support services related to the stage of development they are at. Further,
the model provides opportunities to both entrepreneurs and stakeholders (service providers) to enter
and exit the process or the programme at any stage. Furthermore, monitoring and evaluation of

entrepreneurs take place at the end of each stage of the model.
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Table 4.1 KZN Small Enterprise Delivery Model

Stakeholders and Functions and services:

Role-players:

Criteria of

progress (M&E)

Business Infancy

MEET , TALK & START
Access to information
Research and development
Networking

Registration

Access to basic business
training

Access to market
information

Access to mentorship

SEDA,

District Municipalities
Local Municipalities
DEDT One Stop Shop
Basic educational
institutions

Committed to venture in
business

Committed to register
Registered company
Basic business training
completed

Off the ground enterprise

Business
Development

BUILD
Access to finance
Access to technical
training and sector specific
skills
Access to technology
Access to physical
infrastructure and
business premises
Access to business
networks
Access to mentorship
Line departments
Commercial banks
Financial Institutions
Ithala Bank

NGOs

Funded enterprise
Established and running
enterprise

Technical and sector

specific training completed

Business
Maturity
GROW

Industrial relations
Joint ventures
Advanced training
and capacity building
Access to advanced
technology

Access to mentorship
International network

Advanced educational
institutions

Business Chambers
NGOs

Trade and Investment
KZN

Technical and
advanced training
completed

Clusters, joint venture

established
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Business Infancy

MEET, TALK & START

Business
Development
BUILD

Business
Maturity

= Human capital and capacity
building programme

= Infrastructural and
technological support
programme.

= Integrated Institutional

Framework.

= Research and development

programme.

Programmes

Human capital and
capacity building
programme

Market support
programme

Financial support
programme
Integrated Institutional

Framework.

Research and

Development Programme.

Market support

programme

Financial support
programme
Integrated Institutional

Framework

Research and
Development

Programme

The independent stage is not included in the preceding table as it was highlighted that this step is

when an enterprise is fully fledged and independent and therefore falls outside the government

programme.
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SECTION FIVE: IMPLEMENTATION FRAMEWORK

The implementation framework provides a time-based perspective of the actions proposed, their

monitoring and evaluation mechanisms and tools as well as their verifiable key indicators.

5.1 TIME PROGRAMME

Table 5.1 displays the strategic programmes, their respective actions and the time schedule for their

implementation. The GANTT Chart starts from 2010 as a number of actions should be initiated

immediately.

Table 5.1 Time Programme

Strategic
Programmes

Key Interventions

Short Medium Long
term Term Term
2010-2011 | 2011-2015 | 2016-2020

1. Integrated
Institutional
Framework

To establish a Provincial Forum for
small enterprise development.

To establish a Provincial Small
Enterprise Support Agency.

To establish District Forums for small
enterprise development.

2. Research and
development
Programme

Constant profiling of KZN small
enterprise sector (data base and status
quo assessment).

To provide developmental support
services to small enterprises.

To scan and identify viable business
opportunities.

To monitor small enterprise
development trends

3. Human capital
and capacity
building
programme

Small enterprise practitioner’s capacity
building initiative.

Small enterprise basic and advanced
training.

Mentorship and incubation project

4. Market support
programme

Creating a platform for marketing KZN
small enterprise.

Mainstreaming small enterprises
through government tenders and
procurement policy

Encouraging small- big business
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Strategic Key Interventions Short Medium Long

Programmes term Term Term
2010-2011 | 2011-2015 | 2016-2020

linkages.

= Enhancing the improvement of quality of |
small enterprises goods and services.

= To organise small enterprises pre-
financing workshops |

= Small enterprise mentorship programme |
5. Financial support I

programme = Financial stakeholders’ workshops |

= Collaboration among financial |
stakeholders

= The provision of incubators |

= The provision of business trading |

6. Infrastructural and centres

technological
support
programme

=  The provision of provincial and district
operational infrastructure. |
= The establishment of district wide
networking and communication |
technology centres.

VA VAAVAVAVAYAYAY,

5.2 MONITORING & EVALUATION

5.2.1 BACKGROUND

Although the term “monitoring and evaluation” tends to be treated as if it is one and the same thing,

the two are, in fact, two distinct sets of organisational activities, related but not identical.

Monitoring is the periodic oversight of the implementation of an activity or intervention. It seeks to
establish if inputs (resource invested), processes (activities conducted and their quality) and outputs
(direct deliverables) are proceeding according to the plan. It includes the regular collection and
analysis of information to assist with timely decision making, ensure accountability and provide the

basis for evaluation and learning.

Evaluation is a process that attempts to determine the relevance, effectiveness, efficiency,
sustainability and impact of activities in light of specified objectives as systematically and objectively
as possible. It aims to answer specific management questions, to judge the overall value of an

intervention and supply lessons learned to improve future actions, planning and decision-making.
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An evaluation provides information that is credible and useful, offering concrete lessons learned to

help all stakeholders make appropriate decisions”.

What monitoring and evaluation have in common is that they are geared towards learning from what

has been done and how it has been done, by focusing on:

= Efficiency,
= Effectiveness,

= |mpact.

The importance of the monitoring and evaluation mechanisms is to:
= Ensure that the correct milestones, as planned, are being achieved,
= Act as an early warning system in cases where targets are unlikely to be achieved,
= Provide regular information to all stakeholders on the progress of the projects and provide an
informed basis for any reviews,
= Ensure the continuous sharpening and focusing of strategies and assist in the mobilisation of

appropriate interventions.

5.3 INDICATORS & TOOLS FOR ACTIVITIES’ MONITORING & EVALUATION

The following table suggests some specific tools and indicators to continuously assess the key

interventions:

! Monitoring and Evaluation: Supporting community action on AIDS in developing countries,
http://www.ngosupport.net/sw17257.asp
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